
MINUTES

North Dakota State Water Commission
Bismarck, North Dakota

January 27, 1999

The North Dakota State Water Commis-
sion held a meeting at the State Office Building, Bismarck, North Dakota, on January
27, 1999.  Governor-Chairman, Edward T. Schafer, called the meeting to order at 1:30
PM, and requested State Engineer, and Chief Engineer-Secretary, David A. Sprync-
zynatyk, to call the roll.  The Chairman declared a quorum was present.

MEMBERS PRESENT:
Governor Edward T. Schafer, Chairman
Roger Johnson, Commissioner, Department of Agriculture, Bismarck
Mike Ames, Member from Williston
Judith DeWitz, Member from Tappen
Elmer Hillesland, Member from Grand Forks
Jack Olin, Member from Dickinson
Robert Thompson, Member from Page
David A. Sprynczynatyk, State Engineer, and Chief Engineer-Secretary,

North Dakota State Water Commission, Bismarck

MEMBERS ABSENT:
Florenz Bjornson, Member from West Fargo
Harley Swenson, Member from Bismarck

OTHERS PRESENT:
State Water Commission Staff
Approximately 50 people interested in agenda items

The attendance register is on file with the official minutes.

The meeting was recorded to assist in compilation of the minutes.

CONSIDERATION OF AGENDA There being no additional items for
the agenda, the Chairman declared the

agenda approved, and requested Secretary Sprynczynatyk to present the agenda.
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DESIGNATION OF VICE CHAIRMAN Chapter 61-02-05  of the  North Dakota
OF THE STATE WATER COMMISSION Century Code, relating to the

Chairman of the State Water
Commission, states:

The governor shall be the chairman of the commission.  The governor shall
designate a vice chairman who shall be a member of the commission.  The state
engineer shall be the secretary of the commission.

Governor Schafer designated State Wa-
ter Commission member Jack Olin as the Vice Chairman of the Commission.

DEFERRAL OF REQUEST A   request   from   the   Traill  County
FROM TRAILL COUNTY Water Resource District was  present-
WATER RESOURCE DISTRICT ed  for  the  Commission’s  considera-
FOR COST SHARE IN TRAILL tion for cost share in the  construction
COUNTY DRAIN NO. 57A of  the  Traill  County  Drain  No.  57A
CONSTRUCTION PROJECT project.
(SWC Project No. 1903)

The engineer’s project cost estimate is
$723,661, of which $642,669 is eligible for cost share to construct approximately 9
miles of the drain. Under the State Water Commission’s policy and guidelines for cost
share, 35 percent of the eligible costs qualify for cost share in the amount of $224,934.
The current guidelines also limits the amount of cost share per biennium to 5 percent
of new funding available for general projects not to exceed $150,000 from the Contract
Fund.  The request before the State Water Commission is to cost share in the amount
of $150,000.

Secretary Sprynczynatyk reviewed the
revenue situation in the Contract Fund and noted the State Water Commission typi-
cally does not obligate $250,000 until after the spring snowmelt for emergencies.
Therefore, it was the recommendation of the State Engineer that  the State Water
Commission defer action on the request for cost share for the Traill County Drain No.
57A project.

APPROVAL OF REQUEST FROM A  request  from  the   Buford-Trenton
BUFORD-TRENTON IRRIGATION Irrigation District was  presented  for
DISTRICT FOR COST SHARE ON the   Commission’s  consideration  for
IMPROVEMENT PROJECT improvements   to   the  district  invol-
(SWC Project No. 222) ving the construction of a pipeline to

connect a drain canal to the main distribution
canal. The existing pump station will be used to transfer a maximum of 9,000 gallons
per minute to the main canal, and the amount of water pumped will depend on the
drain capacity and irrigation demand.  The project will provide the district with an
additional water supply pumping station that will increase the overall capacity and
efficiency of the existing irrigation project.
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The engineer’s cost estimate is $90,000, of
which all of the items are eligible for cost share. The Buford-Trenton Irrigation Dis-
trict has secured $15,000 from the North Dakota Game and Fish Department and
arrangements for the local costs are being pursued.  Under the State Water
Commission’s policy and guidelines for cost share, 40 percent of the eligible costs qualify
for cost share. The request before the State Water Commission is to cost share in the
amount of $36,000.

Commissioner Ames stated that because
of his personal involvement in this project and, therefore, to avoid a conflict of inter-
est, he requested to be excused from discussion of the project and that an abstention
vote be recorded.

It was the recommendation of the State
Engineer that the State Water Commission approve cost share of 40 percent of the
eligible costs, not to exceed $36,000 from the Contract Fund, for the Buford-Trenton
Irrigation District improvement project, contingent upon the availability of funds.

It was moved by Commissioner Johnson and seconded by
Commissioner DeWitz that the State Water Commission ap-
prove cost share of 40 percent of the eligible items, not to
exceed $36,000 from the Contract Fund, for the Buford-Tren-
ton Irrigation District improvement project.  This motion is
contingent upon the availability of funds.

Commissioners DeWitz, Hillesland, Johnson, Olin, Thomp-
son, and Chairman Schafer voted aye. There were no nay
votes.  Commissioner Ames abstained from voting.  The
Chairman declared the motion carried.

RED RIVER VALLEY RURAL On   December   21,   1998,    the    State
RING DIKES PROJECT Water   Commission  approved  funds
(SWC Project Nos. 1271 & 1312) for the construction of farmstead ring

dikes  in Cass County.  On August 13,
1998, the Commission considered and approved funds for a similar project in Walsh
County. In both actions, cost share was limited to 25 percent.  Concern was expressed
on behalf of the landowners that the level of funding approved would not be adequate
for the landowners to pursue the program. The State Water Commission directed the
State Engineer to pursue options for a partnership of funding for the program that
could involve the Red River Joint Water Resource Board, the local water resource
district, the landowner, and the state.
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Secretary Sprynczynatyk reported the Red
River Joint Water Resource Board considered the request to provide funds for farm-
stead ring dikes in the Red River area at its meeting on January 13, 1999.  Because of
concerns expressed relative to the Board’s funding limitations, action was deferred by
the Board until its April, 1999 meeting.

APPROVAL OF REQUEST FROM A   request   was    presented   for    the
HIGH VALUE IRRIGATED CROPS Commission’s consideration from the
TASK FORCE FOR EXPENDITURE High   Value   Irrigated   Crops   Task
OF $2,000 TO SUPPORT ACTIVITIES Force for  cost  share  for 1999.   The
FOR 1999 State   Water   Commission   has  sup-
(SWC Project No. 1389) ported the efforts of the task force

during the past seven years in the
amount of $2,000 each year.

The task force is made up of represen-
tatives of organizations from the public and private sector.  They include rural electric
cooperatives, investor-owned electric utilities, local economic development organiza-
tions, and governmental entities. Funds from these organizations match funds from
the NDSU Extension Service to support one full- time coordinator.

Through the coordinator, the task force
was involved in a number of projects in 1998, all of which may result in opportunities
for North Dakota. The projects include the Alfalfa New Products Initiative, completed
a study on dehydrated vegetables with the Specialty Crop Coalition, working with the
Minnesota Fruit and Vegetable Growers Association to create a two-state association,
and assistance in the start-up of irrigation district associations.

It was the recommendation of the State
Engineer that because the activities of the task force are continuing to be successful in
developing opportunities in expanding the state’s economy through high value crops
and associated utilization of water resources, the State Water Commission approve
the expenditure of $2,000 for 1999 from the Contract Fund.

It was moved by Commissioner Olin and seconded by Com-
missioner Thompson that the State Water Commission sup-
port the activities of the High Value Irrigated Crops Task
Force, and approve the expenditure of $2,000 for 1999 from
the Contract Fund.  This motion is contingent upon the avail-
ability of funds.

Commissioners Ames, DeWitz, Hillesland, Johnson, Olin,
Thompson, and Chairman Schafer voted aye.  There were
no nay votes.  The Chairman declared the motion unani-
mously carried.
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GARRISON DIVERSION PROJECT - On    November  10,   1997,   the   North
PROJECT UPDATE Dakota   congressional  delegation  in-
(SWC Project No. 237) troduced   legislation   in   the   United

States   Senate   and  House  of  Repre-
sentatives (S 1515 and HR 3012) that will re-focus and complete the Garrison Diver-
sion  Project.   The  bills  were  introduced  as  amendments  to  the  Garrison
Diversion Reformulation Act of 1986, which is an amendment to the 1965 Act.  The
“Dakota Water Resources Act of 1997” is the final product of years of negotiations and
represents broad, bipartisan consensus on the future of the project.

Field hearings on the Dakota Water
Resources Act were held February 19, 1998 in Fargo, ND, and on August 11, 1998 in
Minot, ND.  The hearings were convened to receive testimony from interested parties
in North Dakota and the region on the legislation to complete the Garrison Diversion
Project.

The Dakota Water Resources Act was
heard before the Subcommittee on Water and Power of the U.S. Senate Committee on
Energy and Natural Resources on July 14, 1998 in Washington, DC.  The Act was
heard before the Subcommittee on Water and Power of the U.S. House of Representa-
tives Committee on Resources on September 29, 1998.

The Garrison Diversion Conservancy
staff and others continue to address the comments and remarks from the Administra-
tion during the hearings and prepare the necessary steps for re-introduction in Con-
gress and early passage of the bill.

Warren Jamison, Manager, Garrison
Conservancy District, provided information relative to the costs associated with the
Dakota Water Resources Act.  A brochure titled “Limitations on the Use of North Da-
kota Water” was distributed to the Commission members addressing the trans-basin
biota issue.

GARRISON DIVERSION PROJECT - Jeffrey Mattern,  Coordinator  for  the
MR&I WATER SUPPLY PROGRAM MR&I   Water  Supply  program,  pro-
(SWC Project No. 237-03) vided the following program report:

All Seasons Rural Water:   The project will provide water to 24 rural resi-
dents and the city of Bisbee, and will involve a reservoir/pump station, pipe-
lines, and in-line booster stations.  The project construction bid opening was
held.

Missouri West Rural Water, Phase II: The construction contract is sched-
uled to be completed in July, 1999.

Northwest Area Water Supply, Phase I (Rugby Component):  The project
is anticipated to the completed in August, 1999.
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Northwest Area Water Supply, Phase II (Minot Component):  The project
is being reviewed for compliance with the National Environmental Policy Act.

North Valley Water Association/Walhalla-Neche Branch:  The project rec-
lamation is anticipated to be completed in the spring of 1999.

Ramsey County Rural Water:  The project engineer is working on the feasi-
bility study of the proposed rural water expansion project into Eddy and Foster
Counties.  The estimated project cost is $3.3 million.

Ransom-Sargent Rural Water:  The core service area includes a water treat-
ment plant expansion in Lisbon, a new well field, and a raw water transmission
pipeline.  The well field area potentially impacts 94 acres of prairie orchid habi-
tat and 24 acres of wetlands habitat.  The Bureau of Reclamation and the U.S.
Fish and Wildlife Service are working on the mitigation measures.  The envi-
ronmental assessment process is scheduled for completion in March, 1999.

Southwest Pipeline Project:  The city of Glen Ullin is scheduled to receive
water on March 3, 1999.

GARRISON DIVERSION PROJECT- The Garrison  Municipal,  Rural  and
MR&I COMMITTEE UPDATE Industrial     (MR&I)   Water    Supply
(SWC Project No. 237-03) program committees of the State

Water Commission and the Garrison
Conservancy District met on January 7, 1999.

The committees discussed the North-
west Area Water Supply project and considered a resolution of support for the project.
The resolution states that upon commencement of construction of Phase II (Minot), a
recommendation will be made to the Secretary of the Interior that a minimum of
$26,730,000 of the MR&I federal funds, if appropriated and received after Fiscal Year
1998, will be used to fund Phase II (Minot) of the project.  The resolution was adopted
by the Garrison Conservancy District’s Board of Directors on January 7, 1999.

A status report for providing water to
central and southern Benson County, Cando, Munich, and Rock Lake was presented
to the committees.  The city of Cando is considering improvement and expansion of its
existing water treatment plant using Rural Development funding.  The Benson County
board has elected to begin development on the southern Benson project area which
involves the Central Plains Water District.  Meetings will be held with the interested
parties to discuss the projects.
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GARRISON DIVERSION PROJECT - Secretary    Sprynczynatyk   presented
APPROVAL OF FISCAL YEAR 1999 the following allocation breakdown
MR&I WATER SUPPLY PROGRAM for the proposed  funding   budget   for
BUDGET the   Fiscal   Year  1999   MR&I  Water
(SWC Project No. 237-03) Supply   program   for   the    Commis-

sion’s consideration. He stated that al-
though the final figures have not been received, the Bureau of Reclamation has indi-
cated an assurance of approximately $7 million for Fiscal Year 1999:

Project Activity MR& Grant

Ransom-Sargent Rural Water D&C $  4,500,000
NAWS, Phase II (Minot) D&C     2,500,000
Administration        200,000
Total $ 7,200,000

The Ransom-Sargent Rural Water Us-
ers requested MR&I grant funding for a 1999 phase for the pipeline distribution sys-
tem.  The estimated cost of the 1999 phase is $16.6 million, with a 65 percent MR&I
grant, not to exceed $4.5 million. The phased project previously received a MR&I grant
of $1.5 million in 1998 to connect water users to the existing rural water system; and
the estimated cost for the 2000 phase for water treatment and supply is $6.7 million.
The total project cost is estimated at $25.7 million.  The 1999 phase request for a
MR&I grant of 65 percent was approved by the MR&I committees on January 7, 1999.

The Northwest Area Water Supply
project is being reviewed for compliance with the National Environmental Policy Act.
The Garrison Joint Technical Committee is drafting a letter to the United States and
Canada co-chairs of the Garrison Consultative Group addressing issues of compliance
relating to the Boundary Waters Treaty of 1909.  The project is scheduled to begin
construction in 1999, and an allocation of $2,500,000 from the MR&I Fiscal Year 1999
budget would allow the project to move forward, pending compliance of NEPA require-
ments.

It was the recommendation of the State
Engineer that the State Water Commission approve the proposed $7.2 million Fiscal
Year 1999 MR&I Water Supply program budget as presented, contingent upon the
availability of federal funds and subject to future revisions.

It was moved by Commissioner Olin  and seconded by Com-
missioner Johnson that the State Water Commission approve
the recommendation of the State Engineer of the proposed
$7.2 million Fiscal Year 1999 MR&I Water Supply program
budget as presented, contingent upon the availability of fed-
eral funds and subject to future revisions.
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Commissioners Ames, DeWitz, Hillesland, Johnson, Olin,
Thompson, and Chairman Schafer voted aye.  There were
no nay votes.  The Chairman declared the motion unani-
mously carried.

GARRISON DIVERSION PROJECT - The State Water Commission and  the
APPROVAL OF ADDITIONAL Garrison      Diversion     Conservancy
FUNDING FROM MR&I INTEREST District  approved  the  expenditure  of
ACCOUNT FOR VALUE $60,000  from  the  MR&I  program
ENGINEERING STUDY interest  account  for  an  independent
(SWC Project No. 237-03) value engineering study for MR&I

projects including the Benson Rural
Water System and the Ransom-Sargent Rural Water System.  The final cost for the
studies was $66,504.21.

A request was presented for the State
Water Commission’s consideration for additional funding of $6,504.21 from the MR&I
program interest account for the value engineering study.  The request was approved
by the MR&I committees on January 7, 1999.  Secretary Sprynczynatyk stated as is
the current practice, the State Water Commission and the Garrison Conservancy Dis-
trict must approve expenditures from the MR&I interest account, and recommended
the State Water Commission’s favorable consideration of the request as presented.

It was moved by Commissioner Olin and seconded by Com-
missioner Hillesland that the State Water Commission ap-
prove the additional expenditure, not to exceed $6,504.21
from the MR&I Water Supply program interest account, for
the value engineering study.

Commissioners Ames, DeWitz, Hillesland, Johnson, Olin,
Thompson, and Chairman Schafer voted aye.   There were
no nay votes.  The Chairman declared the motion unani-
mously carried.

GARRISON DIVERSION PROJECT - Dave    Koland,    Executive    Director,
PROMISED PAYMENT PLAN (PPP) North  Dakota  Rural  Water  Systems
FOR WATER PROJECTS Association,  presented the  Promised
(SWC Project No. 237-03) Payment Plan (PPP) for MR&I water

supply projects to the State Water Com-
mission at its December 21, 1998 meeting.   Under the PPP, a four-year construction
schedule and MR&I budget would be developed based on the $53 million federal MR&I
commitment.  If, in any one year of the proposed budget, the federal payment fell
short of the budgeted amount, the state would promise to cover  the  shortage  until
the  federal dollars were received.  The project sponsors
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would then be able to plan their projects to take full advantage of North Dakota’s
short construction season.  The net result is more costly projects and the delay of
water delivery.  The PPP program would advance funds to allow expedited project
construction and water delivery.

Secretary Sprynczynatyk stated that
similarly, the State of South Dakota has used the practice of awarding contracts that
total more than the federal funding immediately available.  This has been used as a
lobbying tool in Washington to show the importance of projects, their commitment to
build the projects, and the need for the expedient appropriation of funds. A memoran-
dum to the State Water Commission members and attachments providing technical
and supporting information relative to the PPP program was presented by Secretary
Sprynczynatyk. Those documents are attached hereto as APPENDIX “A”.

Secretary Sprynczynatyk stated that the
future reliability of receiving the total authorized federal funding of $200 million is
unknown, although the first MR&I appropriation was received in 1987 and $147 mil-
lion has been received through Fiscal Year 1998.  The average appropriation has been
$12.2 million.  The remaining $53 million will likely be received within the next five or
six years.

The start of some projects has been
stalled because the available MR&I funding timetable is uncertain.  Secretary Sprync-
zynatyk said some of the projects are ready to proceed, but have not proceeded be-
cause the sponsors are not able to assume the funding risk in completing the feasibil-
ity study and design with out-of-pocket funds and be ready for construction.  Most of
the projects are proposing to serve a large group of new users, have a board consisting
of volunteers, have no staff, and operate with a small limited budget created by col-
lecting users fees.  These fees are typically consumed by the initial assessments and
preliminary engineering reports.  The systems have no other means to generate a
revenue stream to secure funding until the project begins to deliver water.  The boards
generally do not have enough funding through user fees to complete the environmen-
tal requirements necessary to move projects to design.  The environmental costs range
from $50,000 to $200,000, and design costs have a range of $250,000 to $1,500,000
depending on the project size.

Dave Koland discussed the idea of de-
veloping a PPP funding pool of approximately $25 million with financial groups that
have experience with this type of pool funding.  The pool may be able to obtain a tax-
exempt bond interest rate of around 4 percent.  The funding would be reinvested at
approximately 5-6 percent during the short term while the pool funds are distributed
for project construction.  The project net interest would be 1 percent to 2 percent less
than the bond interest rate, after the reinvested interest is used to pay interest during
construction owed by the pool fund.  The principal payment would be repaid with the
annual federal MR&I grant appropriations.
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Benefits identified by the North Dakota Rural
Water Systems Association include full utilization of North Dakota’s short construc-
tion season, lower project costs, better project design, increased initial signup of mem-
bers, and orderly water development, which would allow the best use of anticipated
municipal, rural and industrial water supply funds.

Secretary Sprynzynatyk stated the Leg-
islative Interim Garrison Diversion Overview Committee, which includes all of the
legislative leadership, reviewed the PPP concept this past year.  The committee con-
cluded the State Water Commission has the statutory authority to implement the
plan. The committee noted that if more explicit statutory authorization or approval is
desired, then consideration should be given to amending the powers and duties of the
Commission.  As a result, the committee passed a motion expressing its support for
the State Water Commission to go forward to implement the Promised Payment Plan.
(The minutes and action of the committee supporting the plan are included under
APPENDIX “A”).

The State Water Commission’s staff at-
torney completed a review on the State Water Commission’s authority and determined
the Commission has the necessary authority and that the Commission could utilize
the PPP program.   (The memorandum prepared by the staff attorney is included
under APPENDIX “A”).

House Bill 1455 was introduced to cre-
ate and amend sections of the North Dakota Century Code relating to the State Water
Commission’s bonding authority and allows the Commission to guarantee indebted-
ness undertaken by not-for-profit organizations in order to further enhance the
Commission’s ability to implement the PPP program if it so desires.  House Bill 1455
is included under APPENDIX “A”,  which allows the Commission to guarantee evi-
dences of indebtedness issued or other obligations undertaken for establishing a pool
program or other financing programs for owners of water projects.  The guarantee is
authorized by resolution of the Commission and evidenced by a written agreement.
The pledge of revenue would be the security for a guarantee or note.  The bill also
addresses the reserve fund to handle the funding and provide funds for debt service.
Secretary Sprynczynatyk testified before the House Appropriations Committee on
January 25, 1999, and indicated to the committee that the State Water Commission
had not taken a formal position on the PPP program and that the issue would be
considered at this meeting.

Secretary Sprynczynatyk stated the con-
cept of setting up a line of credit to accomplish the PPP program funding concept was
discussed with the President of the Bank of North Dakota.  The bank would need a
secondary repayment source if the federal government does not come through with
funding in a timely manner.
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It was the recommendation of the State Engi-
neer that the State Water Commission allow the State Engineer and staff to further
explore and develop a plan to utilize the PPP concept for MR&I water supply projects
scheduled to be constructed within the remaining $53 million of MR&I funding.  The
plan would be presented to the Commission for further consideration.

The PPP concept was discussed at con-
siderable length.  John Hoven, President of the Bank of North Dakota, and Tom Tu-
dor, North Dakota Municipal Bond Bank, provided technical information relating to
the bond programs offered by their institutions, benefits and problems foreseen with
the PPP concept, as well as outlining a process for the concept to become viable.

Governor Schafer expressed concerns
regarding the future of the remaining federal appropriations of $53 million for the
MR&I program.  The Governor made reference to the bonding authorities in the state
and questioned the possible consolidation of the bonding authorities.   Concerns were
also voiced by the Governor relative to the effects and impacts that bonding has on the
overall operations of the state. The Commission members voiced concurrence with the
concerns that were expressed by the Governor.

It was moved by Commissioner Hillesland and seconded by
Commissioner Thompson that the State Water Commission
authorize the State Engineer and staff to explore and de-
velop a plan to utilize the Promised Payment Plan (PPP)
concept for MR&I water supply projects scheduled to be con-
structed within the remaining $53 million of MR&I fund-
ing.  The plan is to be presented for the Commission’s con-
sideration at a future meeting.

Commissioners Hillesland, Olin and Thompson voted aye.
Commissioners Ames, DeWitz, Johnson, and Chairman
Schafer voted nay.  The recorded vote was 3 ayes and 4 nays.
The Chairman declared the motion failed.

1999 LEGISLATION Secretary Sprynczynatyk provided a
legislative status report on bills relat-

ing to the authority of the State Water Commission and the State Engineer, as well as
other water-related bills.

At its meeting on December 21, 1998,
Commissioner  Ames  discussed  a  proposal  that  would  provide  the State Water
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Commission authority to sell bonds to finance irrigation development for irrigation
districts.  The Commission staff was requested by Commissioner Ames to develop the
required legislative language to provide the Commission the authority to sell bonds to
finance individual irrigation systems similar to the program in Montana, which is
administered by the Montana Department of Natural Resources.  In discussion of the
proposal, it was requested that the information relative to Montana’s program be pro-
vided to the Commission members.  The Commission also discussed a similar pro-
gram that is funded through the North Dakota Municipal Bond Bank.

Secretary Sprynczynatyk explained that
the program implemented in Montana is backed by the general obligation funds of the
state from revenue generated by the severance tax to retire the debt in the event there
is default on the part of the individual irrigator.  He said the State Water Commission
does not have this ability for the general obligation funds, therefore, it would be diffi-
cult for the State Water Commission to institute a program for private irrigation de-
velopment.  House Bill 1476 relates to agriculture loans and would provide a $2 mil-
lion appropriation for private irrigation development if passed.

Secretary Sprynczynatyk referenced
House Bill 1281, which is a bill for an Act to create and enact a new chapter to Title
61 of the North Dakota Century Code relating to the creation of an irrigation district
finance program.  He explained the bill would provide a bond program, implemented
by the State Water Commission, for the purpose of providing financing to irrigation
districts. The bill would also expand the State Water Commission’s authority to fi-
nance irrigation districts.

Michael Dwyer, Executive Director of
the North Dakota Irrigation Caucus, reported on its efforts to support legislation re-
lating to irrigation development.  He referenced the Ag Pace Program, included in
House Bill 1476, which proposes that the program be expanded to provide irrigation
loans for individual irrigation development at a favorable interest rate, with a total
appropriation of $3.5 million.  He said the Caucus supports Senate Bill 2107, intro-
duced by the State Engineer, to streamline the water permit application process.

Governor Schafer reiterated the com-
ments he voiced during the discussion of the Promised Payment Plan relating to bond-
ing and the bonding authorities in the state.  He also questioned during discussion of
House Bill 1281 if the bonding authority should go to the State Water Commission or
be left with the Municipal Bond Bank.

Due to a previously scheduled com-
mittment, Governor Schafer left the meeting.  The presiding gavel was turned over to
the Vice Chairman, Commissioner Jack Olin.
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CONSIDERATION OF MINUTES The minutes of the December 21,  1998
OF DECEMBER 21, 1998 STATE State   Water    Commission    meeting
WATER COMMISSION MEETING - were    approved    by    the     following
APPROVED motion:

It was moved by Commissioner DeWitz, seconded by Com-
missioner Thompson, and unanimously carried, that the
minutes of the December 21, 1998 State Water Commission
meeting be approved as prepared.

FINANCIAL STATEMENT - Dale Frink, Assistant State Engineer,
AGENCY PROGRAM BUDGET presented and discussed the Program
EXPENDITURES Budget Expenditures for the period

ending November 30, 1998, reflecting 71
percent of the 1997-1999 biennium.  SEE APPENDIX “B”

FINANCIAL STATEMENT - Dale Frink reported that the  Office  of
RESOURCES TRUST FUND Management and Budget’s latest

revenue projections for the oil extraction
taxes includes revenues for the Resources Trust Fund of $5,224,449, which is a net
decline of $8,829 that was reported at the December 21, 1998 State Water Commis-
sion meeting.

Mr. Frink stated the unobligated bal-
ance for general projects in the Contract Fund is approximately $290,000.  This in-
cludes $38,000 of cost share requests approved by the Commission at this meeting.
No new State Engineer approvals have occurred since the December 21, 1998 Com-
mission meeting. The State Water Commission typically does not obligated $250,000
until after the spring snowmelt period for emergencies.    SEE APPENDIX “C”

FINANCIAL STATEMENT - On    December    10,   1998,   Governor
1999-2001 BIENNIUM BUDGET Schafer released his executive budget

recommendations during the 1999-2001
biennium.   Secretary Sprynczynatyk reiterated that the executive budget is very
favorable for the State Water Commission and, if approved by the Legislature, will
allow enhancement of the agency’s operations in some areas.

On January 20, 1999, Senate Bill  2023,
the State Water Commission’s appropriation, was heard before the Senate Appropria-
tions Committee. Secretary Sprynczynatyk commented the hearing went well, and
that a subcommittee was appointed to further review the agency’s appropriation.

- 13 -     January 27, 1999



COST SHARE POLICY FOR At  its  August  13,  1998  meeting,  the
DRAINAGE PROJECTS State   Water   Commission   passed  a
(SWC FILE SWC/POL) motion to approve changes to the cost

share policy for drainage projects.

On December 21, 1998, the Commission
members discussed the cost share change relating to the limitation per biennium of
any project to 5 percent of new funding available to the State Water Commission.
Because the intent of the cost share limitation on phased projects was unclear, as
approved on August 13, 1998, the Commission directed the State Engineer to prepare
written guidelines to clarify the 5 percent limitation issue relating to the state and the
local sponsor.  The Commission requested that the guidelines be made available at its
January 27, 1999 meeting.

In response to the Commission’s direc-
tion relative to the new drainage cost share policy, Secretary Sprynczynatyk provided
an explanation and the attached memorandum, APPENDIX “D”,  relating to the cost
share limitation on phased projects.

SOUTHWEST PIPELINE PROJECT - James Lennington, Project  Manager
CONTRACT AND CONSTRUCTION for   the   Southwest  Pipeline  Project,
STATUS; AND PROJECT UPDATE provided     the     following     contract,
(SWC Project No. 1736) construction     and     project      status

report:

Contracts 2-3H and 7-5A - Transmission Pipeline to Hebron and Glen
Ullin and the Rural Distribution Systems in the East Taylor Service
Area:   Winter conditions have slowed progress on contracts 2-3H and 7-5A.
The contractor, Karas Construction of Larimore, ND, is installing a service line
through a wet area where cold weather actually assists construction.

Contract 4-4 - Jung Lake Pump Station:  The mechanical contractor has
yet to install the exhaust fans and some plumbing and insulation work remains.
Payments in November and December were withheld to encourage resolution
of these items.  The general and electrical contractors have completed their
portions of the contract.

Contract 5-4 - Jung Lake Reservoir:  Because of the inclement winter con-
ditions, the contractor has shut down operations.  The majority of the reservoir
exterior remains to be painted, but the interior of the tank has been painted
and the tank has been put into service. Next spring the contractor will complete
the exterior painting of the reservoir.
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Contract 7-4/7-3A - Bucyrus and Three Pocket Service Area Rural Dis-
tribution:   The contractor for contract 7-4/7-3A, Northern Improvement, Inc.,
has shut down operations for the winter.  A prefinal inspection on all portions of
the contract, excluding the East Rainy Butte Pocket No. 2, was conducted in
December, 1998.  The contractor will review the results of the inspection and
next spring will address the items listed which remain to be completed.  On the
East Rainy Butte Pocket No. 2 service area, the contractor will pick up where
they left off this winter, and work is anticipated to be completed in July, 1999.

 The Southwest Water Authority Board
of Directors and the Dickinson City Commission voted to negotiate the transfer of the
operations and maintenance of the Dickinson water treatment plant to the Authority.
The issue has been under study by two committees formed by the board in late 1997
after being approached by city officials.  The committees found no reasons, technical
or otherwise, that would preclude the Authority from taking over the operations and
maintenance of the plant. Incorporating the operations of the water treatment plant
into those of the pipeline project should improve service to the customers of the Au-
thority and may result in lower costs.

SOUTHWEST PIPELINE PROJECT - Under   the   Transfer   of   Operations
APPROVAL OF SOUTHWEST Agreement,   the    Southwest    Water
WATER AUTHORITY OPERATIONS Authority   is   required   to   submit  a
BUDGET AND BASE WATER RATE budget   to  the  Secretary  of  the  State
FOR REPLACEMENT AND EXTRA- Water   Commission   by December  15
ORDINARY MAINTENANCE of each  year.   The  budget  is  deemed
(SWC Project No. 1736) approved unless the  Secretary  of  the

Commission notifies the Authority of its
disapproval by February 15.  The Southwest Water Authority has satisfactorily com-
plied with this provision.

At its meeting on October 19, 1998, the
Commission approved the capital repayment rates and the debt service credit for 1999.
The September 1998 Consumer Price Index was used to calculate the capital repay-
ment rate for 1999, which resulted in a capital repayment rate of $0.79 per thousand
gallons for contract users and $23.96 per month for rural users.  These compare with
the 1998 rates of $0.78 per thousand gallons for contract users and $23.64 per month
for rural users.  Approval of the capital repayment rates before the Authority’s budget
is submitted to the Commission allows the new rates to be incorporated into the bud-
get.

Bartlett & West/Boyle Engineering Cor-
poration is conducting a study for the State Water Commission of the water rate charged
for the replacement and extraordinary maintenance.  Although the study has not been
completed, preliminary information indicates the rate should  be   increased   from
$0.30  to  $0.35  per  thousand   gallons.    James   Lennington
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stated this rate has remained unchanged since 1991.  Based on the preliminary study
information, Mr. Lennington said it would be appropriate for the State Water Com-
mission to consider the increased rate at this time, and the study will be provided to
the Commission upon completion. The water rate for replacement and extraordinary
maintenance for distribution (rural users) would remain unchanged.

Mr. Lennington indicated the Southwest
Water Authority hired Bartlett & West/Boyle Engineering Corporation to conduct an
analysis of the water rate charged for operations and maintenance (O&M).  The rate
study indicated the Authority is undercharging users for its costs of O&M.  Using the
information provided by the study, the Authority’s Board of Directors voted to increase
the water rates for 1999.  At the same time, the board voted to increase its reserve
funds to reduce the amount of the increase and allow for better cash flow to cover fixed
costs in months of low water sales. To accomplish this, a reserve fund component was
added to the water rates for both contracts and rural users. The target reserves are
sufficient to cover the operating expenses for four months.  The amount charged should
be sufficient to reach the targets within five years.

Mr. Lennington explained the following
rates for 1999. The water rate charged by the Authority for transmission operations
and maintenance will increase from $0.83 to $0.88, and the rate charged for distribu-
tion operations and maintenance will increase from $0.81 to $1.01.  Treatment will
increase by $0.04.  The amount charged for the newly established transmission re-
serve component is $0.05.  These increases, coupled with the increase in the capital
repayment rates and the proposed $0.05 increase in the rate for replacement and
extraordinary maintenance, results in increases for the 1999 water rates in the trans-
mission (contract users) and distribution (rural users) of $2.63 and $3.05 per thou-
sand gallons, respectively.

It was the recommendation of the State Engi-
neer that the State Water Commission approve an increase in the base water rate for
replacement and extraordinary maintenance for transmission replacement from $0.30
to $0.35 per each one thousand gallons.

It was moved by Commissioner Johnson and seconded by
Commissioner Ames that the State Water Commission ap-
prove an increase in the base water rate for replacement
and extraordinary maintenance for transmission replace-
ment from $0.30 to $0.35 per each one thousand gallons.

Commissioners Ames, DeWitz, Hillesland, Johnson, Thomp-
son, and Vice Chairman Olin voted aye.  There were no nay
votes.  The Vice Chairman declared the motion unanimously
carried.
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SOUTHWEST PIPELINE PROJECT - The     Southwest     Water    Authority
APPROVAL OF $300,000 FROM collects and maintains a reserve fund
RESERVE FUND FOR REPLACEMENT for   “replacement  and  extraordinary
AND EXTRAORDINARY MAINTEN- maintenance”.   This  fund  exists  be-
ANCE FOR CLEANING OF EAST cause over the life of the project  there
SLUDGE POND AT DICKINSON will occur replacement and  mainten-
WATER TREATMENT PLANT; AND ance items that will  exceed  annually
COMMITMENT OF ADDITIONAL budgeted amounts.  These items need
$100,000 FROM SOURCE TO BE to   be   pre-funded.  The  expenditures
DETERMINED AT LATER DATE from this fund are  to  be  approved  by
(SWC Project No. 1736) the State Water Commission.

Representatives of the Southwest Wa-
ter Authority and the city of Dickinson held a meeting on December 7, 1998 to discuss
the sludge ponds at the Dickinson water treatment plant.  Sludge is produced at the
plant by the softening and filtration process and is presently disposed of by pumping
to the two ponds across the Heart River from the plant.  The two ponds, west and east,
were constructed in the 1970s and are 4.4 acres and 4.8 acres in size, respectively.    In
1986, the east pond was filled and the city began using the west pond.  In 1991, the
water treatment plant started treating water from the Southwest Pipeline Project.  At
that time, the remaining capacity in the west pond was sufficient to meet the Ten
States Standards for a temporary sludge pond.  The west pond is nearing capacity at
this time and a decision has been made to excavate the sludge from the east pond in
order to provide storage capacity for future sludge production.  The excavated sludge
is to be buried in an inert landfill to the south of the city.

A commitment was obtained from city
officials at its meeting on December 7, 1998 to support the dedication of a portion of
the land proposed for the sludge landfill for the presently proposed and future sludge
disposal and also to make the land available at no cost to the project.  The estimated
cost of removing the sludge and disposing it at the proposed landfill site is approxi-
mately $400,000.

At its January 4, 1999 meeting, the
Southwest Water Authority Board of Directors approved a recommendation that the
ponds be cleaned within 18 months, with the costs to be shared by the city of Dickinson,
the State Water Commission, and the Southwest Pipeline Project replacement and
extraordinary maintenance fund. James  Lennington explained that the city’s costs
can include engineering services and the landfill site.  The Southwest Pipeline Project’s
replacement and extraordinary maintenance fund can be used to fund up to $300,000
to clean the east sludge pond.

Mr. Lennington explained that when the
plant began treating water for the project, its east pond was full and the west pond
was about 60 percent full.  The remaining capacity of the west pond still met the   Ten
States  Standards  for  temporary  sludge  ponds  and,  therefore,  did  not
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require cleaning by the city as a deferred maintenance item.  The interpretation of
whether the proposed work is an operations item or a construction item has generated
some discussions with the Authority.  Removing the sludge generated after the plant
started treating project water is clearly a maintenance item.  The proposal does not do
that since the east pond was filled by 1986.  Sludge removal from ponds is an ongoing
maintenance item and the proposed cleaning of the east pond could be seen as creat-
ing capacity for future sludge generation as an operations cost.  Mr. Lennington said if
it were the west pond which was being cleaned, then 40 percent of the cost would
clearly be maintenance and the remainder could be interpreted as new construction.

Budgetary limitations may preclude
construction funding for this item in 1999 and, therefore, the project reserve fund for
replacement and extraordinary maintenance will be a primary source of funding for
the sludge pond cleaning. A request from the Southwest Water Authority was pre-
sented for the Commission’s consideration for the use of the reserve funds for this
item.   Availability of construction funds for the sludge pond cleanout will not be deter-
mined until the present construction contracts have been completed.  At that time, a
decision can be made on how to fund the remaining $100,000.

It was the recommendation of the State
Engineer that the State Water Commission approve up to $300,000 from the reserve
fund for replacement and extraordinary maintenance for cleaning of the east sludge
pond at the Dickinson water treatment plant. It was also the recommendation of the
State Engineer that the State Water Commission approve the commitment of an addi-
tional $100,000 from either construction funds or the reserve fund for replacement
and extraordinary maintenance, which is to be determined at a later date.  He said an
action of commitment by the State Water Commission at this time will allow construc-
tion of the project to move forward.

It was moved by Commissioner Johnson and seconded by
Commissioner DeWitz that the State Water Commission:

1)  approve up to $300,000 from the Southwest Pipeline
Project’s reserve fund for replacement and extraordinary
maintenance for cleaning of the east sludge pond at the
Dickinson water treatment plant; and

2) approve a commitment of an additional $100,000 from
either construction funds or the reserve fund for replace-
ment and extraordinary maintenance, which is to be deter-
mined at a later date.
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Commissioners Ames, DeWitz, Hillesland, Johnson, Thomp-
son, and Vice Chairman Olin voted aye.   There were no nay
votes.   The Vice Chairman declared the motion unanimously
carried.

SOUTHWEST PIPELINE PROJECT - A request from  the  Southwest  Water
APPROVAL OF $40,250 FROM Authority was presented for the Com-
RESERVE FUND FOR REPLACEMENT mission’s  consideration  of  reimbur-
AND EXTRAORDINARY MAINTEN- sement   from   the   reserve   fund  for
ANCE FOR PURCHASE OF TRACTOR replacement and extraordinary
SWC Project No. 1736) maintenance for a tractor and grass

drill.  The tractor will be used for pipe-
line surface reclamation work including settlement repair, rock removal, and grass
seeding.  The grass drill will be used to reseed grass in those areas disturbed by recla-
mation activities in pasture and hayland.   These items were anticipated for reim-
bursement from the reserve fund at the time the operations were transferred to the
Authority.

James Lennington stated the tractor
was purchased at a farm liquidation auction this past fall for $40,250.  The drill will
be purchased new and is estimated to cost $12,609.  After the drill is purchased, it will
be submitted to the State Water Commission for consideration of reimbursement from
the reserve fund.

It was the recommendation of the State
Engineer that the State Water Commission approve the reimbursement of $40,250
from the reserve fund for replacement and extraordinary maintenance to the South-
west Water Authority for the purchase of a tractor.

It was moved by Commissioner Johnson and seconded by
Commissioner DeWitz that the State Water Commission ap-
prove the reimbursement of $40,250 from the reserve fund
for replacement and extraordinary maintenance to the
Southwest Water Authority for the purchase of a tractor.

Commissioners Ames, DeWitz, Hillesland, Johnson, Thomp-
son, and Vice Chairman Olin voted aye.   There were no nay
votes.  The Vice Chairman declared the motion unanimously
carried.
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NORTHWEST AREA WATER James Lennington  reported  that  the
SUPPLY PROJECT UPDATE revised Biota Transfer Control   Facil-
(SWC Project No. 237-04) ities and Criteria  report, a draft

Finding of No Significant Impact, and a
proposed final Environmental Assessment were distributed to the Garrison Joint Tech-
nical Committee (GJTC) on September 18, 1998.  The GJTC held a meeting on No-
vember 20, 1998 to discuss these documents.

The Canadian section of the committee
presented a list of issues and concerns they have with the project as it is proposed.
The committee agreed to draft a joint letter of finding to the Garrison United States-
Canada Consultative Group. The Bureau of Reclamation, as the responsible federal
agency, will provide a statement of its intentions concerning the National Environ-
mental Policy Act (NEPA) decision document, as well as a draft copy of the document.
According to the 1986 Garrison Diversion Reformulation Act, construction may begin
after the project has received clearance from the United States section of the Consul-
tative Group assuring that the Administrator of EPA and the Secretaries of State and
Interior have determined that the project will meet the requirements of the Boundary
Waters Treaty of 1909.

Mr. Lennington reported that the
United States section of the Garrison Joint Technical Committee held a conference
call on January 19, 1999 to finalize the draft letter to the United States/ Canada
Consultative Group.  The letter was executed by the United States co-chair on Janu-
ary 20, 1999, and submitted to the Canada co-chair for approval. Upon execution by
both the United States and the Canada co-chairs, the letter will be forwarded the
United States/Canada Consultative Group requesting that a meeting be scheduled at
the earliest possible time.  He said it is possible that if a decision of the Consultative
Group can be obtained in the next month or two, that construction on the project could
begin in the spring of 1999.

NORTHWEST AREA WATER James   Lennington   stated   that   the
SUPPLY PROJECT - Northwest Area Water  Supply  water
APPROVAL OF INTERIM service contract,  approved by the  city
FINANCING CONTRACT of    Minot    in    1994,   was   developed
WITH CITY OF MINOT during   the   prefinal   design   of   the
(SWC Project No. 237-04) project. Revenue bonding was being

considered as an option for the local
share of construction.  Under the contracts, the users would start to repay the capital
costs of the project once they begin receiving water.  As the project developed and the
option of revenue bonding was further explored, it was determined by  the  Commission’s
financial advisor  and the  underwriter  that as
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the contracts were written, the project would not be able to begin generating revenue
until the pipeline reached Minot.  A four or five year construction time table for reach-
ing Minot would be impacted by any delays or reductions in MR&I funding, which
could result in an unfavorable rating on the bonds and preclude bonding as an option.

 Mr. Lennington explained that an ad-
dendum to Minot’s contract was drafted, which guaranteed the payment of capital
costs if it became necessary.  Under this addendum, if construction was delayed be-
yond four years, Minot would begin making principal and interest payments on the
bonds.  Discussion of this addendum led to the development of a separate contract
with Minot for financing the costs of the project during the period of construction of
the pipeline from the intake to Minot’s water treatment plant.

The draft interim financing contract was
presented for the State Water Commission’s consideration.   Mr. Lennington explained
that under the interim financing contract, the Commission would commit, upon com-
mencement of construction, to keeping the current allocation for NAWS, Phase II
(Minot) of $26,730,000 in the five-year plan for expending MR&I funds, subject to
annual reductions equal to the amount expended. The Commission would also com-
mit, upon commencement of construction, to recommend to the Secretary of the Inte-
rior that a minimum of $26,730,000 of the MR&I federal funds authorized under the
Act, if appropriated and received after Fiscal Year 1998, be used to fund NAWS, Phase
II (Minot). If favorable action is taken by the Commission on the contract, the city of
Minot would agree to underwrite the local share of the capital costs incurred by the
Commission.

The city of Minot intends to use a $0.01
sales tax to meet its obligation under this contract.  The tax would begin on January 1,
2000, after the present $0.01 sales tax for improvements to the All Seasons Arena
sunsets.  The sales tax is expected to generate $4.0 to $4.5 million a year.  The current
cost estimate for NAWS, Phase II (Minot)  is approximately $52 million.   Mr. Lennington
stated approval of the interim financing contract and the sales tax will allow construc-
tion to begin in 1999, pending compliance with the National Environmental Policy
Act.

The Garrison Diversion Conservancy
District Board of Directors passed a resolution in support of the interim financing
contract at its meeting on January 7, 1999.

The water service contract for Minot is
being developed. After review and approval by the advisory committee, the contract
will be presented for the Commission’s consideration.
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It was the recommendation of the State Engi-
neer that the State Water Commission approve the Northwest Area Water Supply
interim financing contract with the city of Minot.

It was moved by Commissioner Johnson and seconded by
Commissioner Hillesland that the State Water Commission
approve the Northwest Area Water Supply interim financ-
ing contract with the city of Minot.   SEE APPENDIX “E”

Commissioners Ames, DeWitz, Hillesland, Johnson, Thomp-
son, and Vice Chairman Olin voted aye.   There were no nay
votes.   The Vice Chairman declared the motion unanimously
carried.

NORTHWEST AREA WATER Conditional   water   permit   No.  1416
SUPPLY PROJECT - originally authorized the U.S. Bureau
WATER PERMIT APPLICATIONS of    Reclamation    to    divert    up     to
(SWC Project No. 237-04) 3,145,000 acre-feet of water for the

Garrison Diversion project.  The pri-
mary source of water was the Missouri River from a point of diversion in Section 28,
Township 148 North, Range 83 West, the location of the Snake Creek pumping plant.
The Souris, Sheyenne and James Rivers were also identified as sources of water, but
only as streams from which return flows would be captured.  Permit No. 1416 did not
include the right to divert the natural flow of these secondary streams.

In response to the reduced project scale
resulting from the Garrison Diversion Reformulation Act of 1986, a portion of permit
No. 1416 was assigned to the North Dakota State Water Commission for future devel-
opment, and became permit No. 1416A.  This permit authorizes the North Dakota
State Water Commission to divert up to 1,932,652 acre-feet of water for irrigation,
municipal and industrial purposes, fish and wildlife, recreation, power generation,
pollution abatement, and other authorized purposes.  A total of 36,307 acre-feet of
water were assigned for municipal, rural and industrial use.  This total was divided
between the Missouri, Devils Lake, Sheyenne/Red, and Souris basins.  Based on the
relative populations, the total quantity assigned for municipal, rural and industrial
use for the Souris River was 15,490 acre-feet of water.

Two conditional water permit applica-
tions were recently filed for the Northwest Area Water Supply project.  Each applica-
tion requests the right to use 12,000 acre-feet of water annually.  One application
requests  point(s)  of  diversion  from  Lake  Sakakawea  at   the  Snake
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Creek pumping plant, and the other requests point(s) of diversion in Lake Audubon.
Both sites fall within the NW1/4 of Section 28, Township 148 North, Range 83 West.
Two applications were filed because of the uncertainty surrounding the ultimate di-
version point.

Secretary Sprynczynatyk explained it
has been proposed that development of the NAWS project could proceed under the
authority of water permit No. 1416A.  The quantity of water requested is less than the
quantity set aside for municipal use in the Souris basin.  The intake, whether it be in
Lake Sakakawea or Lake Audubon, is within the legal point(s) of diversion for water
permit No. 1416A.

Due to the remaining uncertainty sur-
rounding the fate of the Garrison project, and the likelihood of development of the
NAWS project, the State Engineer extended the beneficial use date to December 31,
2008 for water permit No. 1416A.  Secretary Sprynczynatyk stated the NAWS project,
as proposed, can proceed under the authority of water permit No. 1416A without any
amendments being necessary.

DEVILS LAKE Secretary Sprynczynatyk reported  the
HYDROLOGIC UPDATE current level of Devils Lake  is  1443.9.
(SWC Project No. 416-02) The lake receded approximately 10

inches since its all time recorded daily
high of 1444.7 that occurred in July, 1998, although its elevation has remained rela-
tively consistent since mid-November.

Snow depths within the basin averages
approximately 12 inches.  The State Water Commission staff completed two snowpack
surveys last winter and is scheduled to complete a survey of this year’s snowpack the
first week of February.  The survey will assist in providing an estimate of snow depth
and water content throughout the basin.  The National Weather Service will issue its
spring flood outlook for the state in early February. The outlook should provide an
estimate for the spring runoff based on average precipitation occurring between the
outlook release date and the spring melt.

DEVILS LAKE - At its December 21, 1998 meeting,  the
POTENTIAL LEGAL ACTION Commission members  were  inform-
BY DEVILS LAKE PROPERTY ed   of   potential    legal   action   being
OWNERS TO RECOVER DAMAGES pursued   by   Devils   Lake   lakeshore
DUE TO FLOODING property   owners   in   anticipation  to
(SWC Project No. 416) recover damages due to flooding.

Secretary Sprynczynatyk stated ap-
proximately 60 people have entered into an agreement intervening the services of the
St. Cloud, Minnesota-based law firm, Rinke-Noonan, with the intention to file the
lawsuit by February 1, 1999.
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CORPS OF ENGINEERS DEVILS Secretary  Sprynczynatyk reported the
LAKE EMERGENCY OUTLET Corps of Engineers and  their  consul-
(SWC Project No. 416-01) tant,   Barr  Engineering,  are  contin-

uing the engineering work on the pro-
posed emergency outlet for Devils Lake.  The proposed outlet will follow the Peterson
Coulee corridor and will consist of a pump station located on the shore of the west bay
south of Minnewaukan, approximately 13 miles of pipeline, and an energy dissipation
structure located adjacent to the Sheyenne River.  The pipeline will have a maximum
pumping capacity of 300 cubic feet per second, but the flow will be controlled to main-
tain the 450 mg/l sulfate standard and 600 cubic feet per second channel capacity in
the Sheyenne River.

The State Water Commission staff con-
tinues to meet with the Corps and Barr Engineering to discuss the state’s interests in
the design of the outlet.  The most recent meeting with the Corps of Engineers and
Barr Engineering occurred on January 10-12, 1999 to review the Devils Lake outlet in
an effort to enhance its effectiveness and reduce its cost.

The meeting participants first identified
potential changes to the project which may be beneficial, identified criteria by which
to rank them, and weighed factors for the criteria.  This evolved in the elimination
and grouping process, which produced a set of alternatives for the pump station, pipe-
line, source water, and some other independent actions.  Responsibility for evaluating
these alternatives was divided between the Corps of Engineers and Barr Engineering.
The next step in the process will be determined by the outcome of these evaluations.
The results of this value engineering process will be used in the Report to Congress,
which is due the end of April, 1999.

 The engineering documentation for the
entire project is anticipated to be completed in January, 1999. The final scoping docu-
ment is expected to be released near the end of January, 1999, which will include the
details of the process used to determine the scope of issues that will be included in the
Environmental Impact Statement (EIS) for the project.  Future milestones in the EIS
process for the emergency outlet are currently set as:

September, 1999 Draft EIS out for public review

October, 1999 Public review meetings

February, 2000 Final EIS distributed

May, 2000 Record of Decision
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DEVILS LAKE TO STUMP If Devils Lake reaches an elevation  of
LAKE EMERGENCY OUTLET 1446.6 feet  msl,  it  will  begin  to  spill
(SWC Project No. 416-01) into Stump Lake. In an effort to

reduce or delay flood damages around
Devils Lake and to provide time for the Peterson Coulee outlet to be constructed, the
State Water Commission staff has been investigating the possibility of an emergency
plan to move up to four feet of floodwater from Devils Lake to Stump Lake.  The
intention is to raise Stump Lake to an elevation between 1441 and 1448 feet msl,
depending on the inflow to Devils Lake over the next several years.

The project will require compen- sating
landowners around Stump Lake whose land will be inundated by the project. To es-
tablish the cost of the land, appraisals were conducted, and a contract with Reilly
Appraisals Consultants, Inc., was executed by the State Engineer on August 31, 1998.
The contract called for appraisals of three tracts of land for the Devils Lake to Stump
Lake emergency outlet including:  1) a tract along the channel; 2) a large tract on West
Stump Lake consisting of a farmstead cropland and hayland; and 3) a wooded tract on
East Stump Lake. The contract was completed October 12, 1998.

A preliminary cost estimate of $8 mil-
lion has been developed for the project, which is based upon a preliminary project
design, an estimate of project mitigation requirements, a county-wide average of land
values, and $2 million  to  raise  State Highway 1 east of Stump Lake.

At its meeting on December 21, 1998,
Secretary Sprynczynatyk informed the Commission members that on December 11,
1998, a response was received from Roger Hollovoet, District Manager, U.S. Fish and
Wildlife Service, Devils Lake, ND, addressing the request of refuge compatibility in
the proposed plan to move water from Devils Lake to Stump Lake where the Stump
Lake National Wildlife Refuge is located.  In part, the letter stated:

“The solicitor’s opinion determined that your proposal is a refuge compatibility
issue.  Therefore, we have to determine if the proposed action  will interfere
with or detract from the mission of the National Wildlife Refuge System or the
purposes of the individual National Wildlife Refuge.  Stump Lake NWR was
established under Executive Order 296A by President Theodore Roosevelt on
March 9, 1905 for the purpose of a preserve and breeding grounds for native
birds.

We are mandated to carry out the mission of the National Wildlife Refuge Sys-
tem and the purpose of Stump Lake NWR.  Your proposal will inundate the
Refuge  for several  years and  will not  allow the  refuge  to  carry out its
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designed purpose, therefore, it is determined that this proposed action is not
compatible. This decision is based on the Refuge’s purpose, the National Wild-
life Refuge Administration Act and the National Wildlife Refuge Improvement
Act. After various discussions, I have also determined that we cannot mitigate
or negotiate the loss of an entire Refuge unless Congress requires us to do so.”

In an effort to estimate the effects of the
proposed project, it was assumed that the annual increase in volume of Devils Lake
will be 263,000 acre-feet, which is the same as the average volume increase over the
last five years.  Monthly water surface elevations for Devils Lake and Stump Lake
were calculated using this volume increase.  Through the use of plot maps, Secretary
Spryncynatyk explained that the project would result in Devils Lake elevations up to
two feet lower, allowing time for the Peterson Coulee outlet to be constructed.  Stump
Lake would rise to elevation 1444 feet msl by the end of 2000 under this scenario.

DEVILS LAKE AVAILABLE On December 21, 1998 the State Water
STORAGE ACREAGE PROGRAM Commission    passed    a    motion   to
(SWC Project No. 1882-01) approve   the   reallocation   of   up    to

$950,000 from the previous Available
Storage Acreage Program (ASAP) contingency fund, from money earmarked to Devils
Lake projects, and from the general projects fund, as needed, to the ASAP program to
continue the program through 1999.

Letters were sent to the 1998 partici-
pants following the Commission’s approval of funding the program into 1999 to in-
form them of the status of their site and the state’s intentions of continued storage in
1999.   To date, approximately 100 of the 231 people notified have agreed to continue
storing water in 1999.

The water storage sites that were de-
termined to be ineffective were not given the option of renewing their contracts.  These
sites include those that have not filled to specified levels and sites below elevation
1446 feet msl.  Sites below 1446 feet msl were assumed to be ineffective because of
potential inundation by Devils Lake after the spring rise.  Landowners with ineffec-
tive sites may be offered reduced payments for the benefits the sites do provide.

As funding for ASAP was being consid-
ered for the fourth consecutive year, some questions of the program were asked by the
Commission members in making its decision to continue the program into 1999.  Brett
Hovde, State Water Commission Planner, provided a review of the purpose and goals
of the program to clarify what has been done.  He said  maintaining  the  program  is
important  because  it  does  keep  water   from
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Devils Lake, it helps to reduce flooding on the way to Devils Lake, and it provides
some compensation for farmers who wish to forego the use of their land.  He said it is
also important to note that since the inception of the program, the inflows into Devils
Lake have been reduced by somewhere between 40,000-50,000 acre-feet, which kept
the lake from rising about four to five inches.  The 40,000-50,000 acre-feet counts only
the volume of water stored in the first year and an estimate of the amount of water
lost to evapotranspiration in subsequent years.

DEVILS LAKE SUBBASINS Secretary     Sprynczynatyk     reported
WATER MANAGEMENT PLANS that in 1997  each subbasin within the
(SWC Project No. 1882-01) Devils Lake watershed established a

subbasin advisory board to oversee the
“on the ground” activity that would occur with the implementation of the overall Dev-
ils Lake Basin Water Management Plan.  Members of each advisory board live within
the watershed they represent to help ensure they are familiar with the landscape and
the people living within those areas.  The subbasin boards will help to manage the
waters in their respective watershed.  The legal control of the watershed remains with
the Devils Lake Basin Joint Water Resource Board.

After the subbasin advisory boards were
formed, initial meetings were held to provide information as to the need for their
services. The St. Joe/Calio Coulee advisory board began by conducting an inventory of
drains and road crossings to better understand how water moves through their
subbasin. Secretary Sprynczynatyk said the other boards have accomplished little
since the organization meeting.

On January 11, 1999, the Commission
staff met with members of the Devils Lake Joint Water Resource Board to discuss
ways to increase the activity of the subbasin boards.  Clarification of the direction of
the boards and specific tasks, which support the plan, were discussed.  The first task
identified was to encourage each board to define problem areas, or “hot zones”, within
each subbasin. To further encourage activity by the subbasin boards, the Joint Board
approved a $25 per meeting stipend and mileage reimbursement for the subbasin
advisory board members.

APPROVAL OF RELEASE OF A request was presented for the  State
EASEMENT AND DEDICATION OF Water Commission’s consideration to
FRENZEL DAM, STARK COUNTY release the  easement  and  dedication
(SWC Project No. 1307) concerning the Frenzel Dam,  located

in the NW1/4 of Section 13, Township
138 North, Range 96 West, in Stark County.  The Federal Emergency Relief Adminis-
tration constructed the dam in or about 1934,  and the dam was breached in 1936.
Ralph Frenzel, Jr., the landowner, indicated in his request that the dam is washed out
and is no longer of public use.
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 Comments were solicited from the State His-
torical Society, State Health Department, State Game and Fish Department, State
Parks and Recreation, State Land Department, Stark County Commission and the
Stark County Water Resource District.  Because of the  comments received and the
results of an independent evaluation, it does not appear that the dam has been or will
provide public benefits.

It was the recommendation of the State
Engineer that the State Water Commission approve the release of easement and dedi-
cation for the Frenzel Dam.  This action is pursuant to North Dakota Century Code
section 61-02-14.1.

It was moved by Commissioner Thompson and seconded by
Commissioner Johnson that the State Water Commission
approve the release of easement and dedication for the
Frenzel Dam in Stark County.  SEE APPENDIX “F”

Commissioners Ames, DeWitz, Hillesland, Johnson, Thomp-
son, and Vice Chairman Olin voted aye.  There were no nay
votes.  The Vice Chairman declared the motion unanimously
carried.

1999 STATE WATER At its December 21, 1998 meeting,  the
MANAGEMENT PLAN State   Water   Commission   approved
(SWC Project No. 322) the adoption of the draft 1999 State

Water Management Plan Executive
Summary and its use in displaying North Dakota’s water management needs.

The previous update to the plan in 1992
focused on water projects.  The 1999 State Water Plan focuses on water management
for the 21st century.  It outlines current management policies, problems with those
policies, and will help serve as a guide for decision-makers. It is intended to be a
realistic vision of water management with emphasis on regional and local projects
that are appropriate to the plan’s goals and objectives.

The 1999 State Water Management
Plan has three principal goals:  1) to comprehensively illustrate how North Dakota
water resources are currently managed and  the  responsibilities  associated  with
that management;  2)  to provide a vision or direction for how water could be managed
into the 21st century; and 3) to reinforce the framework for implementation of the
current water management plan and water development program, per the Fifty-fifth
North Dakota Legislative Assembly Session laws, Chapter 15, Section 9, which reads
as follows:
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The legislative assembly finds that there is a critical need to develop a compre-
hensive statewide water development program. The state water commission shall
develop and implement a comprehensive statewide water development program.
The commission shall design the program to serve the long-term water resource
needs of the state and its people and to protect the state’s current usage of, and
the state’s claim to its proper share of Missouri River water.

LeRoy Klapprodt, State Water
Commission’s Planning and Education Division Director, reported that the Executive
Summary has been completed and copies were made available to the legislative as-
sembly and others.  Mr. Klapprodt said the staff has now shifted its effort to finalizing
the complete plan. Organizing the compiled information into an easy-to-understand
format is essentially the last task to complete. The complete 1999 State Water Man-
agement Plan is scheduled for release by March 1, 1999.

The Commission members were pro-
vided a map depicting the proposed State Water Management Plan projects for the
1999-2001 timeframe.   The map is attached hereto as APPENDIX “G”.

RED RIVER BASIN BOARD The   Red   River    Basin    Board   was
(SWC File AOC/RBB) organized to  develop and  cause  to  be

implemented, a comprehensive water
management plan for the Red River basin addressing the needs on a watershed basis
and to facilitate and pursue the resolution of inter-jurisdictional issues.

The board contracted with Eugene
Krenz, former State Water Commission employee, to develop the Red River Basin
Water Management Plan and coordinate the efforts for implementation of the plan.
An inventory task force, with several subcommittees, is working on the initial phases
on the new plan.

The Red River Basin Board has estab-
lished special task forces to address watershed issues involving Devils Lake, Pembina
River, and Lake Traverse.

The board held a retreat on September
30 and October 1, 1998 in Grand Forks, and agreed to continue its relationship with
The International Coalition and to hire an executive director to oversee the tasks of
the board.  Public workshops were held October 27-29, 1998 to discuss the guiding
principles that were established by the board and to inform the public on the board’s
direction.
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INTERNATIONAL JOINT The   federal    governments     of     the
COMMISSION RED RIVER United  States  and  Canada have  for-
BASIN TASK FORCE mally   requested   the    International
(SWC Project No. 1431-08) Joint Commission to examine and
(SWC File AOC/RRB) report on the causes and effects of the

flooding in the Red River basin and to
make recommendations to the two governments by the end of 1998 on the means of
reducing future risks from flooding. The International Joint Commission is a bi-na-
tional United States-Canada organization established by the Boundary Waters Treaty
of 1909 and assists the governments in managing waters along the border for the
benefit of both countries. It has built its reputation by producing cooperation among a
variety of interests on both sides of the border.

To assist the International Joint Com-
mission with the work, the Commission appointed an International Red River Basin
Task Force consisting of United States and Canada flood experts from a variety of
backgrounds in public policy and water resource management.  Task force members
serve the Commission in their personal and professional capacities, not as represen-
tatives of their agencies or employers. Secretary Sprynczynatyk is a member of the
task force.

Efforts of the task force focused on flood
forecasting, flood controls, emergency preparedness, land use practices, and related
issues. The task force submitted an interim report to the International Joint Commis-
sion entitled Interim Report of the International Red River Basin Task Force to the
International Joint Commission - Red River Flooding Short-Term Measures, dated
December, 1997.

The interim report includes 40 recom-
mendations developed by the task force regarding flood forecasting, monitoring im-
provements, emergency measures and planning, environmental concerns, and flood-
plain management including zoning, legislation and enforcement.  The interim report
includes a draft plan of study to highlight issues that need more attention and that
will form part of the final report.  The draft plan proposes the development of a data-
base, models and studies to assist future management of the river basin.

The International Joint Commission
and the task force held public consultations in the Red River basin to receive public
comments.  The written comments were accepted until February 27, 1998.  The task
force is undertaking studies to support the preparation of its final report on the prob-
lems relating to flooding in the Red River in North Dakota, Minnesota, and Manitoba.
The IJC has proposed that its final report will be submitted by June 30, 1999.
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RED RIVER BASIN Secretary     Sprynczynatyk     reported
MITIGATION INITIATIVE that the Federal Emergency  Manage-
(SWC File AOC/RRB) ment Agency (FEMA)  has  organized

the Red River Mitigation Initiative, un-
der the coordination of the North Dakota Consensus Council, to create a model that
communities and regions can use for disaster prevention in the future. The Initiative
includes representatives from North Dakota, Minnesota and Manitoba. Secretary
Sprynczynatyk is a member of the Initiative. The organizational meeting was held on
December 14, 1998, and the next scheduled meeting is January 29, 1999 in Fargo,
ND.

MISSOURI RIVER UPDATE In   1994,    the   U.S. Army   Corps   of
(SWC Project No. 1392) Engineers   circulated  a  draft  Envir-

onmental Impact Statement (EIS),
which identified a preferred alternative for the future operation of the Missouri River
mainstem reservoir system.  As required by the National Environmental Policy Act,
the draft EIS was subject to full public review.  In response to the public comments,
the Corps agreed to conduct additional technical studies, re-initiate the alternative
analysis, and prepare a revised draft EIS.  The Corps agreed that the revised draft
EIS would present a preferred alternative for public review and comment.

Current efforts of the Missouri River
Basin Association and other interest groups have shown considerable progress in re-
gard for the potential for consensus building in the basin. To maximize the potential
for consensus building regarding the operation of the reservoir system, the Corps of
Engineers elected to prepare and circulate a preliminary revised draft EIS,  which
does  not  present  a  preferred  alternative,  but presents data on eight alternatives
that represent the range of interests in the basin.  At its August 13, 1998 meeting, the
Commission members were provided the “Summary of the Preliminary Revised Draft
Environmental Impact Statement Master Water Control Manual Missouri River”, dated
August, 1998.

A six-month public coordination period
followed the release of the preliminary revised draft EIS, with a series of public work-
shops held throughout the Missouri River basin. The public workshops were held in
North Dakota in September, 1998 at New Town, Williston, Garrison and Bismarck.
Informational material, prepared by the Commission staff relative to North Dakota’s
perspective, was made available at the workshops.  The preliminary revised draft EIS
is part of the Corps’ effort to build consensus to facilitate the identification of a pre-
ferred alternative.  State agencies developed the official state’s position to ensure that
North Dakota’s interests are considered in the new Master Manual. When a preferred
alternative has been identified and the revised draft EIS completed, the Corps of En-
gineers will hold public hearings, currently scheduled for October, 1999 through March,
2000.
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The Missouri River Basin Association held a
conference in Kansas City, Missouri, on December 14 and 15, 1998. Approximately
150 Missouri River constituents participated in the conference to address the Corps of
Engineers Master Manual review for the operations of the Missouri River system.
Secretary Sprynczynatyk commented that it was a positive conference, and the Mis-
souri River Basin Association will continue to review the recommendations at its next
meeting scheduled for March 8, 1999.  He said the goal of the Missouri River Basin
Association is to make a final recommendation to the Corps of Engineers by May 31,
1999.

GRAND FORKS FLOOD Ken Vein, Grand Forks City
 CONTROL PROJECT; AND Engineer, provided a status report  on
APPROVAL OF RESOLUTION the    permanent      flood      protection
OF SUPPORT project for the  cities  of  Grand  Forks
(SWC Project No. 830) and    East   Grand   Forks.   The  esti-
(SWC Resolution No. 99-1-482) mated project cost is $342 million,

with a non-federal share of $116 million.
In December, 1998, Governor Schafer recommended a $52 million state contribution
during the 1999-2001 biennium for the project through the sale of bonds.

Senate Bill 2165 authorizes the State
Water Commission to issue bonds for flood control projects for cities that suffered
major damage as a result of the 1997 flood.  Secretary Sprynczynatyk said at this
time, Grand Forks is the only project to meet the criteria for projects outlined in the
bill. The bill contains the executive recommendation for the Grand Forks flood control
project, and provides for up to $52 million, through bonding, to be used as the state
contribution for the non-federal cost share requirements of flood control projects.  Senate
Bill 2165 was heard before the Senate Appropriations committee on January 20, 1999.

A draft resolution of support of the
Grand Forks flood control project was presented for the State Water Commission’s
consideration. Affirmative action by the Commission would recognize that the current
plan proposed by the Corps of Engineers is the most cost effective means to provide
flood control to the cities of Grand Forks and East Grand Forks.  The resolution sup-
ports the city of Grand Forks in its efforts to provide flood control for its citizens,
endorses the city’s selected plan, and urges expedient implementation to include state
funding of a portion of the non-federal cost share.

It was the recommendation of the State
Engineer that the State Water Commission approve Resolution No. 99-1-482 support-
ing the Grand Forks flood control project.
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It was moved by Commissioner Johnson, seconded by Com-
missioner Thompson, and unanimously carried, that the
State Water Commission approve Resolution No. 99-1-482,
In Support of the Grand Forks Flood Control Project.     SEE
APPENDIX “H”

1998 WATER PERMIT A summary of the 1998  water  permit
APPLICATIONS SUMMARY applications filed was provided  to  the
(SWC Project No. 1400) Commission members.  A total of 115

applications were filed, with 78 appli-
cations filed to irrigate 16,110 acres. The remaining applications were for various
other uses including flood control, industrial, livestock, municipal, recreation, and
rural domestic.    SEE APPENDIX  “I”

NEXT STATE WATER The next meeting  of  the  State  Water
COMMISSION MEETING Commission is scheduled  for  March

24, 1999 in Bismarck, ND.

There being no further business to come
before the State Water Commission, Vice Chairman Olin adjourned the meeting at
4:10 PM.

/S/  Edward T. Schafer___________
Edward T. Schafer
Governor-Chairman

SEAL

/S/  David A. Sprynczynatyk_______
David A. Sprynczynatyk
State Engineer, and
Chief Engineer-Secretary
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